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CHAPTER III

BRITISH SCHEMES  OF DEBT CONVERSION

THE history of the British debt includes several
successful schemes of conversion by which the debt
charge for interest has been from time to time reduced,
much to the relief of taxpayers* The need and occasion
for schemes of conversion have been in the periods
of peace following upon great and expensive wars*
During war debts have multiplied and rates of interest
have risen* When a war is over the relation between
income and expenditure gradually becomes normal;
and fortunately for this nation, considering its warlike
propensities and history, our statesmen have usually
maintained the principle that in time of peace surpluses
ought to be provided for the diminution of debt* A
modern war leaves behind it an awkward legacy of
floating debt, consisting as a rule of treasury bills and
exchequer bonds, which it is the first business of the
Chancellor of the Exchequer to diminish when a period
of peace recommences* When this task is accomplished
and the floating debt has been reduced to comfortable
proportions, the sinking fund can be utilised for the
purchase of funded debt* Then, if market conditions
are favourable, consols and other national securities will
begin to recover from the depression into which they
were sunk by war and borrowing* This is the opportunity
for a conversion* In the preceding history we have
already recorded the first important and highly success-